
STATE DEPARTMENT PROBLENS IN SSU ' ' UIDA'"ION

THE RROBLEMS

The interdepartmental committee survey nf SSU+was confined
to the immediate question of the disposition af the' functlcns
ana facilit le; of SSU, which is now ln the War Depsz'tment and
whose ultimate liquidation has been irrevocably decided upan.
Nevertheless, certain long-term policy ruestions al' 'ecting the
Stats Department were raised which the committee could not
decide but which must sooner or later be decided. Among these
are .'

(I) Should CIQ assume the operatlnn of clandestine
intezligence activities?

(2} Should FBI be assigned a permanent world-wide
role ln foreign intelligence procurement; and,
in case ."BI cantlnues or expands its foreign
coverage, what controls over the FBI pe. sonnel
and policies should be exercised by CIC'?

{3}Should CIG undertake research activities?
In view of the narrow issue before the Committee and the

urgency af the problems of operation before CIQ, lr seems
likely that the Committee will reco tsend that the SSU group
be kept intact for operational purposes -- at least until
long-term decisions are reached. However, the pasltion of
the State Department in this entire field is a key one, and
it is important that State Department mamdxxxzus lmxskgsxamtsxa
needs snd views should be clearly established at an eaz'ly date.

A. Clandestine 0 eratians

Clandestine operatlans may be defined as efforts directed
by persons ln the employ of the Unit;ed States government to
obtain secret informarlon in a foreign country against the
desires and ln possible vlalation oz' the laws of the government
af that countzy The operators may be Americans or, more
commonly, local agents —their Auzerican supervisors functioning
in such a manner as o insulate the Americans from the natives.
It ls comrson to use "sleeperse -- that is, foreign or American
long-time residents of the country with thzeir own full-reime
occupations, reporting when naca~sary on specI led subjects
through devious ways and confined as much as possible to azeas
of' investigation close to their own ostensible business,
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In addition to the puz ely clandestine operation, there isalso the opez ation of lia1son with intelligence azencies ofthe local government and the intell1gence a, ;encies of other
governzcents operat1ng locally with a v1ew to mutual coopera-tion against a common target, It is not necessary that thisliaison offi. cer be charged with any clandestine operationsat all; and it may be desiz able to distinguish also betweenliaison for "counter" or police purposes (ae, for example,
on the problems of communist1c infiltration) and "positive"
1ntelligenoe (as& for exmcple, on atomic energy developments
in unfriendly countries) ~ This matter is also z aised in, the
discussion below in this memoz andum on the PBI-XB problem
The 1'act that 11aison officers are maintained is generally
not publicised, although in some areas it may bc useful to1st the public know that a single Un1ted States representat1ve
z.ot necessarily ~ di. plomat -- is available to receive Crom
volunteers certain kinds of foreign secur1ty intelligence~

B he FBI-X2 Problem

X2, set up originally as a separate OSS intelligencs
unit, was limited 1n its functions to counter-intell1gence
in aid of the m111tary operations against Germany, Italy and
Japan In military areas, the unit has pezformed by means
of attachment to the military counter-1ntelligencs organisa-
tions under the direction nf theatez commanders ~ In civil
az eas, solely in the Eastern hemisPhere (X2 being excluded 1n
1'aver of FBI from the Western hemispheze by Presidential
directove) where there were normal diplomat1c miss1ons, X2
personnel were attached to the missions ss part of the staff,
With the military defeat of the enemy, X2 has been operating
solely on an ad hoc arrangement basis with the State
Department and the military, Apart Crom its military
operat1ons (which are constantly diminisning), X2 is engaged
in the following:

(I) Study of the local governzaent's 1ntelli-
gence operat1on and identif'ication of its
personneli

(2) Study of the foreign intelligence organi-
sations operating in the local area
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(3) Residual war 1ntelligence problems
such as interrogation of intezned enemies,
repatriation, eto,

C

Vetting —that is, checki@ files for
security purposes -- of SSU 'pezsonnel and
tracing names arising in SSU operations.

(5) Pox the State Department missions, handling
detailed work in connection with visa and
passport control and oonduoting such speoial
investigations as may be assigned by the
Chief of Miss1on, Actually, this is a
small part of ths X2 total function, but it
constitutes the chief operational value o1'
X2 to the State Dspex tment. From the point
of view ox' X2, it 1s this function whioh
provides the valuable "covers for X2 ~ s other
operations and gives opportunity for legiti-
mate contacts with local police, agents'
informants, foreign 1ntelligence organisations,
ster

The SIS seotion of PBI, on the otuer hand, has operated
primarily in Latin America with attachments to the local
Amer1can diplomatic missions as "legal attaches. " Generally
speak1ng, whatever the earlier attempts at concealment and
deception, the identity and purpose of the legal attaches
are now universally known, although their sub-agents and
informants may or may not be known, depending presumably
on the nature of local government surveillance. While SIS
opez ations were oz iginslly designed foz and geared to the
seourity of the Ãestern hemisphere against Axis inf1ltration
and were pz imarily cons1dsred in aid oi' the internal security.
function of PBI in the United States, the type of wozk dona
by SIS has bean substantially analogous to «hat done by X2

It should be added that while PBI has been limited to
the Xzestern hemisphex e and OSS to the Eastern hemisphexe,
extensions have been attempted on both sides ~ At the present
time, FBI maintains SIS agents, for purposes of liaison in
mattex s "fi'ecting the Xxestern hemisphere, in London, Paris,
Madrid and Lisbon and for a time had a group attached to the
Army of oocupation in Germany snd Italy' Moreover, 1t appears
that, by special invitation of Genex el MaoArthux, PBI agents
are at work for MacArthur in Japan and the Philippines
(MacArthuz has szcluded OSS from his own theater of operation) ~
The situat1on is thus confuseds

The survey committee, in view of its limited Jurisdictionz
could make no recommendation with respeot to FBI's role. It
is generally agz wed that t! e division of jurisdiction between
PBI and OSS on a hemisphere basis is unsound in terms of' futuzs
operation axd cannot effectively sndurev Any final decision
regarding disposition of sous of the functions of X2 must
necessarily be based on a deois1on with respeot to PBI,
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It appears that:

(1) The overlapping made mutual aid, cooperation
and liaison essential for the successful
pez for..ance oi' both FBZ's and X2's duties.
This does not seem to ? ave taken place or. t?'e
whole. X2 persoz rel In the course of the
pissant survey have complained of t?e lack of
coopez ation I'z om FBI on common probleics —notlizited to SIS, ?owever —and t?:e difficulty
of liaison with FBI; t?ey have emphasised Zie
divergence of purpose and attitude of FBI,
alleging that FBI has a police and "cases bias
iihich ' s inconsistent with the conduct of
intelliyence opezations, FBZ, on the other
hanc, urdoubtedly makes complaints against X2.

(2) Ass gz=ieiits of tasks to e!ther orga. .isation
aid criticism leveled az. either oi' them seen,to soise extent, to be based on personal oz'
Folic" nor cicez at!one riit'r. er t) uzi on actual
,(ud. z crit of' crganisstional efi'icie ic z.

(S) ro atte. .pt );a been -ade to subJect SIS to any
exa. .izetio. i or surveyu ts efi'ic'o. , has, on
the u}.ole, b sii accepted on thc basis of the
acknowledg d efficiez ci of:BZ as a whole az'd
'oecause of z?:i: sct'sfcction o

' e chief
customez cf SZS, ismoly, ':.e Sti '.:. Depa. h ez.t
.isa!one ib ocd.

It must be borne in zind that there is a dis-
tir.ction botween the overt operstiozis izvolved
in checking visas and passpoz ts az.d the ob-
taini. . of lanz!estizie !..telliusnce or of
other f orms oi' intelli;ei. ce

C. The R?zA Problem

T?:e Committee has found thez: looping oi'f MA from t?:e
rest of SSU has produced a diff'icult situation. +Zn the first
place, 2 .A appears to be the cnief customer for the secret
intelligence operators, providiz. g the guidance foz further
investigation, briefing agents foi I'ield work, snd shazing



accumulated 1'iles, research studies and the 11ke. In the
second place, the existence of an ISA group in the secret
organisation tends to provide cover to soma extent for the
operation itself but especially reduces the area in which
clandestine operations have to be peri'ormed. The result at;
the present time is, on ths one hand, that the men working
in SSU tend to continua their contacts and even attempt to
develop them in RAA, with consequent security dangers, while
on the other hand thez e is a dsf1nite tendency to duplicate
RA-A functions in SSU.

R8cA has not been surveyed. There are recziminations,
however, between soma SSU and some RKA personnel, er1sing
allegedly from duplication of work, but also from chazges oi'
insecuz ity oi' some REcA pez sonnel. To this some RRA personnel
retort that the calibre of SSU esrployees is subject to questIon.
The point, however, is not of decisive importance.

Moreover, if CIG undez takes to operate any f1eld
1ntslligence organization, the need for a research and
analysis group zzill become ev1dent cnd insistent.

The seed oi' bitter jurisdi. ct1onal dispute or of
indifference that z;ould end in a witheriz. g of the CIC or the
State Department research groups z ould be sown bv e cilure
to prov1de close liaison and collcbozat1on.

POSSIBLE SOLUTIORS

There are alternative possible answers to the questi. ons
raised above. Each involves, hozvever, at least one policy
decision by the State Department.

A. Clandestine 0 eretions

The chief claimants foz clande t1ne 1nformat1on are
genezally likely to be the military services, although iz.
various areas toda„. the State Department is c major claimant.

Ideally, it is clearly in the best interests of thc
Department that its personnel in the field should be as fcr
removed as possible from clandestine operations cozzducted with-
out the knowledge end against the interest of the local govern-
ment. If such operations are conducted at all, the Chief of
Mission should be in a position to repudiate any persons dis-
covered to be engaged in the operations.

lae must assume that clandestine operations will be, in
fact. , conducted with over-all direction by CIG. The State
Department might consider, therefore, the follow1ng positions
with zespect to the conduct of such opezationsz

(I) The operating responsibility should be in the
military services, leaving, so far as possible, only genezal
direction and planning to CIG. Arguments in favor of this
position would bez
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(a) Military discipline would provide
more effective sanction against
security violations and negligence
than a civilian department could
impose.

(b) A parallel «culd also be provided
ln this way to the QSS operation,
which was conducted under the Joint
Chiefs of Staff.

(c) An advantage would be provided in
placing operational control in the
hands of the chief customers.

However, it appears to be fact that the military services are
unwilling for various internal reasons to undertake this type
of operation.

(2) Emphasis .should 'be constantly placed on a fundamental
policy of ezzhausting all overt souzces of information' before
resoz't is made to clandestine methods. This should be a CIG
responsibility, but, within MIA and CZG, the State Department
should be alezt to the fullest possible implementation of this
policy.



B. The PBZ-32 Problem

There az'e sevez'al possible soluticns to th1s problem

(I) The optimum pos1tion for the Department is one 1n
wh1chz

(a) Counter-intelligence activities
to protsot the clandest1ne
intell1genoe wor)z can be carried
on safely,

(b) Police and travel control activity
aze nevertheless safely ard securely
carried on with zcaximum efficiency
to ths State Department and with ths
least danger o~m airment by any
1nvolvement in clandestine
operations.

Therefore, it seems desirable to considez a scheme by
wh1ch the overt opez'ations aze 41vcrced as comp)s tely as
possible fram the clandestine, leaving the so-ca13sd function
of counter-intelligence to operate solely 1n the clandest1ne
field snd the passport and visa control and police liaison to
operate in the law enfozoement and travel f1eld.

(S) The SIS Section of FBI might be removed from FBZ and
its functions and personnel mz d those of X2 divided between
the State Department, to be oom'oined with visa and travel control,
and CZG, to be combined with 1ntelligence. The w1thdrawal of
PBZ from this field would prov1ds an analogy to the British
handling of this problem by sharply distinguishing between in-
ternal security organ1sation and foreign seourity organization.
The operating organisation under CIG would also cover the entire
world. FBI woul4 be oalled upon for certain types of funda-
mental training and auxiliary services; but a specialized
tz'sining organisation for supplementary specif1ed requirements
would be needed.

This solution presents difficulties in the probable un-
willingness of FBZ to pared. t it, the necessity for maintaining
a training organisati. un (which, to some extent -- although
this has not been investigated —sx1sts in FBZ), and the
necessity which would exist for setting up a close supervisory
organization in the State Department.

(S) FBZ' ~ police and State Department, services oould
be extended to all fore1gn missions, but all clandestine
1ntelligence operations (whether of a positive or counter-
intelligenoe nature) would be exclu4ed and placed under CIG as
part of the Department operation. This solution is one toward
which the Committee members seem, for the most part, to lean,
This would mean that the FBZ attaches would engage in com-
pletely overt activities (s1nce everything they did coul4 be
traced to a legitimate State Dspaz tmeut operation) It would
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prov1de means of contaot with local police officials in
security matters, except to the extent that contacts were
maintained by other personnel with local intelligence
officials. The oontrol of the Chief of kission over the
local m1saions and over the 3s gal attache would, be as well
established as it is in latin America, and the legal attache
would receive such additional special assignments as the Chief
of kission might wish to give him in the investigationalfield. Should it be determined that he should be the con-
tact for olandestine communications or for liaison with local
intelligence aotivities, his functions in that regard would
be strictly limited and non-operational.

This type of operation would be similar to that of
the Soviets, who apparently maintain a so-cal led illegal
network which operates apart from the missions and reports
to the BXVD and a so-called legal network which works
apparently through the military attache or someone else in
the open d1plomatic m1ssion. It would have the advantage
of unify1ng the domest1c and internal security controls by
giv1ng PBZ world coverage and, therefore, closer 1ntegration
of travel in and out the Western hemisphere and as eoislly,

~ the United States

This solution would thus tend to reduce further the area of
clandestine operations, which it is generally recognised
should be limited so far as possible.

The question is ra1sed, nevertheless, under the latter
alternative, of the extent to which the FBI operation should
be sub]est to CZQ control and the extent to which it should be
subject to further State Department control in administration,
conduct of investigation, train1ng of personnel,

standards

of
recruitment, and the like. At the present time ~ FBI is not
represented except 1n an advisory capacity in NZA or CZG.
So long as PBI operates abroad, some relat1on of coordination
by Stats and CIQ would appear to be unavoidable. The control
of the State Department may be effeoted operationally in the
f1eld through the m1ss1ons as well as through oonsultatlon
with the Director of PBI in Washington.

{4) Going underground" may mean for X2 that its per-
sonnel will become unusable 1n some areas. Consider1ng that
X2 snd SI men were espeoially trained in the German problem,
the function oi' residual Axis intelligence gathering
{especially as exercised by X2 in Germany and Austria) might,
w1th selected personnel, be brought under the State Department
to expand the FC and CB work 1n pan Germanism snd the like.
This d1sposition 1s also offered as an alternative whetherit should be decided to abol1sh X2 --field or Washington
staff —or to reemploy its staff as a going concern. In anY
event, this residual function of OSS should be brought more
closely under State Department direction -- 1f necessary,
through CIG —to produoe the essential material still needed
fram Germany, Austr1a and the ocoupied countries by FC and CE.



C. Research and Anal sis
The solutions under this heading obviously fall 1nto or

between ths building of a new research organization in CIG or
a transfer of RAA now in the State Department to CIG. In either
case, however, closer dove-tailing between the research groups
1n the State Department and the CIG organisation would have to
be effeoted.

There sre advantages and d1ssdvantages under each alterna-
tive. The return of RAA would leave the Stats Department
without a much-needed research organisation and would 1ncrease the
dependenoy of the State Department on another agency of uncertain
character. At the same time, without a group of scholars engaged
in long-term researoh and commanding special1sed knowledge in
important f1elds, CIG could hardly be expected to perform its
functions of evaluation, analysis and guidance.

It is believed that it would be valuable while maintaining
research groups within the State Department to permit CIG to
recruit a small group of specialised experts for review of
mater1als and guidance of the Director w1th dependence on the
Stats Department for the long-term jobs of research so fsr as
possible. CIG, of course, would command other research organi-
sations by one device or another (inoluding universities,
1ndependent institutes, eto. ). The value in this solution wontedlie primarily 1n the premium placed on close 11aison.

The State Department must, however, see to it that its
osn research facil1ties are enormously improved so as to be
useful to CIO; the officials concerned with subjects for
research should be in olose contact with the CZO research
speoialists so that the subjects of mutual investigation
might be agreed upon; an attempt should be made so far as
possible to avoid the personnel acr1moniousness and the
unnecessary duplication of work which lead to distrust and
controversy' Th1s means, of course, that from a security
stsndpo1nt and from the standpoint of scholarsh1p and com-
petence, the most careful screening should be made of the
personnel of both agencies according to standards agreed
upon by the Director of CIG and ths Department.

In this respect, attent1on is called to the dss1rability
almost the necessity -- of introducing into the State Department
such improvements as the carding and I'iling systems which SSU
has to some extent used. The value of IBM machines and sim1lsr
mechanical devices for opening up the mine of State Department
treasures so that they may be currently available as 1ntelligence
for State Department operat1ons and for research can hardly be
overest1msted. The following considerations seem paramount:

(I) This would reduoe and circumscribe ths area of
clandestine investigation. Information once obtained by the
Department should not have to be sought aga1n —especially1f clandestine means will be needed for the new search —and
clandestine operations may bs found unnecessary or carefully
limited in d1rsotive by the information found in the f1les.
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(2) The Department would be freed from the necessity
of relying on research by ths personnel of other agencies
such as CZG, and ths strength of the Department as an
independent agency in this field would be built up.

(5) Mutual interchange among research groups of the
Department and of the government would become feasible and
more profitable.

March 15, 1946


